Geographic proximity has become increasingly relevant due to the growing number of marketing services that use consumers' geographic locations, thus increasing the importance of gaining insights from this information. In five studies (both field and experimental), the authors analyze the effect of geographic proximity on social influence and demonstrate that not only social proximity but also perceived homophily can trigger social influence. They find that this effect holds under alternative representations of geographic distance and is confirmed for a range of different services and even for physical goods. Furthermore, the authors show that geographic proximity has a relative effect because the social influence of a closer sender is stronger than that of a more distant sender, regardless of the absolute distances. They present managerially relevant conditions under which the influence of geographic proximity not only is comparable to other types of information such as age or gender but also provides sufficient informational value for customers to offset differences among alternatives (e.g., due to higher prices) in trade-off decisions.
T he growing availability of consumer geographic information (Crandall et al. 2010; Takhteyev, Gruzd, and Wellman 2012) provides companies with ample opportunity to use this information for marketing purposes (Luo et al. 2013; Xu et al. 2011) . Given that the likelihood of social influence has long been known to be higher with geographic proximity (Festinger, Schachter, and Black 1963; Hägerstrand 1967) , obvious applications of geographic information would be to stimulate word of mouth and enhance social influence among consumers. Despite the large body of research on the indirect role of geographic proximity in the likelihood of social influence (Van den Bulte 2010) and the conditions for successful word of mouth (Libai et al. 2010) , insights into how geographic proximity directly affects the strength-and, therefore, the success-of social influence remain sparse. Because messages from similar others exert greater influence on receivers (Brown and Reingen 1987; Forman, Ghose, and Wiesenfeld 2008) , we propose that geographic information might provide signals that lead to perceived homophily. Thus, this article focuses on the relationship between geographic proximity and perceived homophily and investigates the conditions under which information about geographic proximity is sufficient to establish levels of perceived homophily that are high enough to produce a sizable social influence.
We contribute to marketing research and practice by demonstrating, for the first time, that not only actual homophily (or social proximity) but also perceived homophily can trigger social influence in a managerial context. In the experimental studies, we find that this effect holds under different representations of geographic distance, even when alternative indicators of homophily (such as age and gender) are considered. Furthermore, we show that geographic proximity has a relative effect because the social influence of a closer sender is stronger than that of a more distant sender, regardless of the absolute distances. We can derive concrete implications because the observed effect of perceived homophily is confirmed through a range of different services and physical goods. Most intriguing and novel is our finding that perceived homophily provides sufficient informational value for customers to offset the differences among alternatives (e.g., due to higher prices) in trade-off decisions.
Our findings indicate the economic relevance of geographic data and yield important insights to help companies manage social influences among consumers. We show that geographic information could be especially relevant in the context of electronic and mobile commerce (e.g., Luo et al. 2013 ) and derive managerial implications for increasing the efficiency of online customer reviews (OCRs), targeted advertising in social networks, and product recommendations among peers.
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Previous Research and Overview of the Current Set of Studies
The importance of geographic proximity to information dissemination-and, thus, to social contagion-has been acknowledged since the early stages of innovation adoption research (Rogers 2003) , with seminal work dating to the 1960s (e.g., Hägerstrand 1967) . In the digital age, research on the effects of geographic proximity redirected attention as new sources of large-scale data became available, and the rise of mobile communication channels triggered increasing interest in location-based services within managerial practice. Although some scholars predicted that distance would become meaningless in the digital age (Cairncross 2001) , the continued importance of geographic proximity to social contagion has been proved repeatedly in marketing research despite the advent of Internet and mobile communication channels. This finding holds not only for interactions between consumers (Bell and Song 2007) but also for information transfer between firms (Agrawal, Kapur, and McHale 2008; Angst et al. 2010; Barrot et al. 2008; Bronnenberg and Mela 2004) . Table 1 provides an overview of recent studies investigating geographic proximity and social influence. Beyond the research context, the studies show differences with respect to the data (particularly the availability of social network information), the level of analysis, the analysis of moderating and mediating effects, and the operationalization of geographic proximity. The literature generally refers to an indirect effect-geographic proximity increases the likelihood of social proximity, which, in turn, increases the likelihood of social influence. In this work, we are interested in the following direct effect: Does geographic proximity affect social influence even in the absence of social proximity? One consequence of a lack of actual social network data is that the influence on consumers of geographic proximity cannot be distinguished from that of social proximity. Because social and geographic proximity are highly interlinked concepts, geographic proximity can be used in place of social proximity if network data are absent (Manchanda, Ying, and Youn 2008; Nam, Manchanda, and Chintagunta 2010; Van den Bulte 2010) . However, this interdependency also implies that a lack of network data makes it difficult to determine whether geographic proximity actually affects social influence or whether mere social proximity leads to spatial diffusion patterns (Brown and Reingen 1987; Frenzen and Nakamoto 1993) . In this article, we investigate the relationship between geographic proximity (in terms of the distance between customers) and social influence when controlling for social proximity by conducting a large-scale descriptive study with customer data (Study 1; see Figure 1 ).
Although Study 1 provides new insights into whether the social influence of geographically close people is not only more likely to occur but also stronger (apart from social proximity), Table 1 shows that there is little understanding of which psychological construct causes the effect or of which marketing-relevant variables might influence it. In a set of four experimental studies, we contribute to the literature by exploring moderating and mediating effects on the link between geographic proximity and social influence.
When considering the factors that typically affect the strength of social influence among consumers, previous research has identified dyadic network traits (i.e., traits that describe the relationship between two people)-for instance, tie strength, communication, and mutual trust (Gilly et al. 1998 )-to be most important. In Studies 2-5, we propose that consumers use their geographic proximity to senders of social influence as a cue for their level of homophily with those senders (perceived homophily), which has been repeatedly shown to affect consumer decisions about which products to adopt (Nejad, Amini, and Babakus 2015) . Generally, homophily explains the tendency of people in social networks to form ties with others who are similar to themselves; therefore, homophily refers to the degree of similarity between two people (Kossinets and Watts 2009; McPherson, Smith-Lovin, and Cook 2001) . In this respect, there are two reasons that high degrees of homophily can explain concurrent adoption between two consumers. First, because homophily implies similar tastes, consumers with high levels of homophily are more likely to adopt the same products (Ma, Krishnan, and Montgomery 2014) . Second-and more relevant to our research question-the degree of homophily determines the amount of influence that two people can exert on each other; thus, they are likely to adopt the same products because of stronger social influences (Rogers and Bhowmik 1970) . Numerous studies have shown that the degree to which a recipient considers a sender of social influence to be similar to herself or himself is associated with how likely the recipient is to change his or her attitudes and act on the sender's recommendation (Brown and Reingen 1987; Feick and Higie 1992) . Thus, we investigate the mediating role of perceived homophily on geographic proximity in Study 2.
As Table 1 shows, the existing research inconsistently operationalizes geographic proximity. Because consumer perceptions can differ with the operationalization, we use the commonly used measure colocation instead of distance in Study 3. To derive implications for marketing practice, we test the managerial strength of geographic proximity. Specifically, we compare the effect of geographic proximity with those of other strong marketing demographic characteristics, such as gender and age (see Study 4). Finally, in Study 5, we test the practically relevant moderating effect of price to assess the monetary value of the proposed dimension and to demonstrate its value to customers and importance for firms.
Overall, this article provides new insights relevant to marketing research and practice by using field data, including social network information, to investigate the importance of geographic proximity for social influence and its interdependency with social proximity. When social proximity is absent, we analyze the mediating role of perceived homophily on the relationship between geographic proximity and social influence. Unlike familiarity, a related construct, perceived homophily does not require previous interactions between individuals (Edmond and Brannon 2016; Hinds et al. 2000) . In addition, we evaluate the moderating influence of geographic information relative to demographic characteristics and in trade-off decisions.
Geographic Proximity and Social Influence

Theoretical Background
One reason it is difficult to determine whether geographic proximity actually affects social influence or whether social proximity merely leads to spatial diffusion patterns is the socalled "propinquity effect," which can be defined as the higher likelihood of the formation, maintenance, and strength of social network ties in geographic proximity (Preciado et al. 2012) . Multiple studies have shown that the likelihood of the formation and maintenance of social ties between people can be expressed as an inverse logarithmic function of the geographic distance between them (Levy and Goldenberg 2014) . Although this relationship holds true for large distances (such as those between cities or regions; Lambiotte et al. 2008; Mok and Wellman 2007) , it also applies to very small differences, such as the distance between rooms in student dormitories (Festinger et al. 1963) . Interestingly, the emergence of new communication technologies whose financial costs are independent of geographic distance has not altered this relationship (Mok, Wellman, and Carrasco 2010) . For instance, distributions of Twitter links, ties on social networking sites, and e-mail traffic remain a function of geographic distance that steeply declines beyond a few miles (Lee, Scherngell, and Barber 2011; Takhteyev, Gruzd, and Wellman 2012) . Thus, although it is well established in the literature that the frequency of interaction and communication depend on geographic proximity (the propinquity effect), it remains uncertain whether social influence from geographically close people is not only more likely to occur but also stronger-apart from mere propinquity and social closeness. To address this gap, we build on previous studies on social influence in geographic proximity (Bradner and Mark 2002; Latané 1981; Latané et al. 1995; Moon 1999 ) and on the effect of spatial distance on psychological distance (Fujita et al. 2006; Henderson et al. 2011; Trope and Liberman 2010) that do not incorporate social closeness or the propinquity effect. Thus, we examine the effect of geographic proximity on social influence and its interplay with social closeness, controlling for the propinquity effect in the following descriptive study.
Study 1: Empirical Evidence of the Relationship Between Geographic Proximity and Social Influence
Given that whether geographic proximity is merely a surrogate for social closeness, whether it increases social influence on its own, and how the two phenomena interact remain unclear, we conduct a descriptive study and examine the role of geographic proximity in social influence in a real-life setup by controlling for the propinquity effect (for detailed information on the data, the method, and the results, see the Web Appendix). Note that for this descriptive study, as well as the following experimental studies, we define geographic proximity as the distance between people based on their predominant location (living geographically close) and not necessarily on their current location (being geographically close), because temporal locations (i.e., when traveling) are less significant because they are not associated Data. The data set comprises 509,191 customers who signed up with the provider during our observation period, spanning more than 37 months from market launch. The customer data include individual-level information on the date of adoption, age, gender, zip code, and encrypted last name. In addition, we tracked the provider's call records for all customers using encoded phone numbers for the entire observation period. The call records include all calls and text messages made to the provider's other customers and to noncustomers. The duration and number of calls and messages are aggregated per dyad on a monthly level, resulting in information about more than 100 million phone connections. Having tracked all outgoing calls, the call records enable us to reconstruct each customer's social network-that is, all contacts that a customer has, including social ties (i.e., relationships or links) to existing customers and to the customers of other providers. Furthermore, these data enable us to compute network measures such as the strength of a customer's social ties. Mobile phone data have repeatedly been shown to be valid and highly representative proxies for the social relationships between individuals (Onnela et al. 2007; Shi, Yang, and Chiang 2009) . Considering not only the 509,191 customers of the provider but also their social ties, we construct a social network of more than 14 million actors (i.e., individuals) and ties. In addition to these individual-level data, we recorded the provider's monthly advertising spending, another important influence on customer behavior. The data include total monthly spending and spending on specific media, such as newspapers, television, radio, and Internet. By matching the advertising data with the geographic reach of each print medium, we can obtain the advertising spending per month at the zip code level to control for regional heterogeneity as a potential reason for spatial contagion. For national media (the smallest share of the company's advertising activities), we allocated spending evenly across all zip codes. To further control for regional attributes, we obtained additional data, such as the purchasing power in each zip code. A zip code refers to an area of 10,000 inhabitants on average, the smallest possible aggregation level with respect to the available spatial data.
Method. We use comprehensive data on the dates on which each customer adopted the product and multiple sources of influence on each potential customer to develop an empirical model of the effect of each driver of the adoption decision. Specifically, we examine the extent to which social contagion affects the decision to adopt the provider by analyzing geographic proximity among consumers and controlling for numerous sources of influence and social network traits. Given the dynamic nature of the data, we estimate a semiparametric Cox regression model that includes time-varying covariates. The model includes covariates and estimates the effect of each on the hazard to adopt by using both time-varying covariates and time-invariant predictors. The full model including all variables can be written as follows:
NetworkOverlap it , Household it , TieStrength it , Age i , Gender i , NetworkDegree i , LocalPenetration it , PurchasingPower i , Advertising it Þ.
(1) Table 2 provides an overview of the operationalization of all the variables. The descriptive measures and correlations appear in Appendix A.
Results. Table 3 presents the results from the hazard regression estimated with 509,191 cases. The hazard ratios are interpreted such that an increase in the variable of one unit increases the hazard of adoption by 1 hazard ratio percent. The model has high explanatory power, as indicated by the chisquare test, and the signs of the focal variables and the control variables are in line with both our expectations and traditional adoption theory.
The results show a strong effect of geographic proximity (exp(b 2 ) = 1.057, p < .01) on adoption. The coefficients are interpreted as an increase of one standard deviation (i.e., .63) that accelerates the time to adoption by 5.7%. We use the inverse of the distance, so an increase of one unit represents approximately 1.6 km (or 1 mile). The social influence of previous adopters living close to the subsequent adopter is significantly stronger than that of those living farther away. We find this significant influence of geographic proximity even though the model incorporates three control variables for the propinquity effect (i.e., NetworkOverlap it , TieStrength it , and Household it ), all of which are significant and explain a The Role of Mere Closeness / 53 considerable part of adoption behavior. Yet the increase in adoption hazard of 5.7% caused by a mere 1.6 km difference shows that, over larger distances (e.g., between cities), differences in geographic proximity yield substantial differences in the strength of social influence. It is important to recall the nonlinearity of the effect: whereas a difference of approximately 1.6 km will have a large impact on consumers who live closer to each other (e.g., 1 km vs. 3 km), the effect becomes smaller as distances increase (e.g., 150 km vs. 152 km). Here, an additional distance of 1 km is less relevant, but differences of, for instance, 50 km will have a strong influence on whether a recommendation by a previous adopter is followed. Interestingly, the interaction between geographic proximity and tie strength indicates that the effect of geographic proximity is negatively affected by tie strength (exp(b 12 ) = .979, p < .01). This finding is remarkable in two ways: First, the negative sign of the interaction shows that the effect of geographic proximity is not merely a result of the propinquity effect but that geographic proximity leads to a stronger social influence independent of the propinquity effect. Second, this finding shows that the effect of geographic proximity increases with decreasing tie strength to previous adopters. In particular, we find that if consumers receive word of a specific product or its features by an adopter whom they do not know well (e.g., more remote acquaintances), consumers look for cues about the adopter that they can use to assess the recommendation about the product's suitability to their personal needs and tastes.
Discussion. The findings indicate that geographic proximity exhibits the expected effect on the strength of social influence-even after controlling for the propinquity effect. Most importantly, the results also indicate that the effect of geographic proximity becomes stronger with decreasing tie strength between the previous adopter and the subsequent adopter. This result suggests that people with high tie strength do not need to use distance as a cue for homophily to assess the credibility or helpfulness of a recommendation; however, geographic proximity may work as a cue when ties are weaker because of the absence of other information. This fact has two important practical implications. First, geographic data beyond social network information are valuable to companies, and thus, geographic proximity is not merely a proxy for social proximity but can be used as an independent construct. Second, the results indicate that geographic information is especially useful when social ties are unknown or nonexistent-for example, in electronic or mobile commerce environments such as OCRs.
Naturally, this descriptive study cannot support the hypothesized mediation of perceived homophily, and it cannot reveal the value of this information to the consumer and the firm. The next sections address these two questions. In the following, we theorize that perceived homophily indeed serves as a mediator for geographic proximity, and we test this relationship experimentally.
Relationship Between Geographic Proximity and Perceived Homophily Theoretical Background
Because homophily is a highly multidimensional construct, there are various dimensions on which two people can either be actually similar or merely perceive themselves to be similar (Lazarsfeld and Merton 1954) . These dimensions can be objective (e.g., age, gender, income) or subjective (e.g., lifestyles, values, beliefs, attitudes; McPherson, Smith-Lovin, and Cook 2001; Rogers and Bhowmik 1970) . Multiple studies have demonstrated that both objective demographic homophily (Brown and Reingen 1987; Nitzan and Libai 2011; Risselada, Verhoef, and Bijmolt 2014) and subjective homophily strongly affect word of mouth and the strength of social influence (Gilly et al. 1998) . A higher level of homophily increases the likelihood that a recommendation will be perceived as credible, helpful, and relevant to the receiver's needs. This positive perception of the recommendation reduces the uncertainty that customers face before making a purchase (Gilly et al. 1998; Schmitt, Skiera, and Van den Bulte 2011) . Moreover, interpersonal similarity has been shown to decrease the psychological distance such that actions from similar individuals are construed at more concrete levels, increasing individuals' influence on one another's decisions (Liviatan, Trope, and Liberman 2008; Zhao and Xie 2011) . However, what if people know one another only a little or not at all and are thus unable to rely on homophily? For instance, a consumer receiving a product recommendation from a remote acquaintance cannot validly assess whether the recommender is actually similar to him or her. In many contexts of online peer influence (e.g., OCRs on shopping websites), an OCR reader does not know the reviewer at all and faces uncertainty concerning whether a recommendation should be followed. In that circumstance, consumers must use cues that allow them to derive the level of (perceived) homophily to the recommendation sender. These cues can take the form of the sender's available personal information or take more subtle forms, such as the sender's style of communication (Berger and Iyengar 2013; Moon 1999) .
We propose that consumers use geographic proximity to senders of social influence as a cue for their level of homophily with those senders. To support this proposition, different theoretical streams can be used to argue for the proposed relationship between geographic proximity and perceived homophily. First, geographic space can be considered a source of homophily because neighborhoods are often homogeneously formed with respect to social, economic, or educational attributes (Hipp, Faris, and Boessen 2012; McPherson, Smith-Lovin, and Cook 2001) . As a result, deriving homophily on the basis of a shared geographic location can be reasonable-though in reality, the relationship refers only to a limited geographic area (i.e., a neighborhood). Second, according to construal level theory (Trope and Liberman 2010) , both the degree of homophily and the spatial proximity determine the psychological distance (Fujita et al. 2006; Henderson et al. 2011; Liviatan, Trope, and Liberman 2008) ; that is, events are construed and information is processed similarly for spatial distance and for the level of homophily. Thus, we argue that in the absence of information about the actual level of homophily, consumers might use spatial proximity as a proxy for the level of homophily to construe and process recommendations. Furthermore, to increase a consumer's feeling of similarity to another because of geographic proximity, the geographic area in question (e.g., the consumer's neighborhood, city, region, or state) must serve as an indicator of specific traits that people are expected to share. In this respect, social identity theory (Turner and Tajfel 1986 ) might serve to explain more general relationships among geographic proximity, homophily, and social influence. According to social identity theory, a geographic area can be considered part of one's social identity, which might lead consumers to perceive geographically close people to be more similar to them (Huddy and Khatib 2007; Turner and Tajfel 1986) . As a result, we propose that the level of perceived homophily is higher, which is why geographic proximity increases the strength of the social influence that a recommendation has on people. In Study 2, we examine the role of geographic proximity on social influence in the absence of actual social interaction and test the mediation of perceived homophily using a discrete choice experiment.
Study 2: Effects of Geographic Proximity and Homophily
To examine the causal effect of geographic proximity on social influence and the mediation of perceived homophily, we conduct a controlled experiment. We choose online ratings, a special form of OCR, as our experimental scenario because they not only have the advantage of possessing significant managerial relevance (Chevalier and Mayzlin 2006; Godes and Mayzlin 2004; Naylor, Lamberton, and Norton 2011) but also provide a setting that can experimentally exclude potential confounds. 1 Reviewers and OCR receivers typically do not know one another, which is why other social network traits, such as actual homophily or tie strength, play no role in the customer's decision of whether to follow a review. Furthermore, there is neither direct communication between the reviewer and the OCR receiver nor a (reasonable) chance of future communication that could increase the trustworthiness of a recommendation (Bradner and Mark 2002) . For this reason, geographic proximity can become important to indicate potential homophily. In this case, testing a scenario can be credible because of its high resemblance to the day-to-day experiences of the people in the study.
Procedure. To test the causal relationship between geographic proximity and social influence, we conducted a discrete choice experiment that very closely resembled a real-life setting and customer experience. Specifically, participants were presented a fictitious scenario involving a smartphone application called surprise-vacations.com, which they browsed to book hotels for their vacations. Next, we introduced blind booking as a special feature of the app in which the customer can book an unknown hotel at his or her desired destination in exchange for a large discount (analogous to Hotwire.com). The participants were shown OCRs and had to decide on a hotel. The blind-booking scenario has the advantage of excluding the qualitative, written content of a review as a confounder while maintaining a realistic scenario (we told the participants that all materials that could contain information about the exact hotel were excluded). The participants were shown a screenshot of the mock app that displayed three hotels and their OCRs in a visually similar design to other apps of this type. The participants had to choose one of these hotels for their next vacation at a destination of their choice (see the full scenario in Appendix B).
For each hotel, we displayed star ratings for multiple relevant criteria, a generic reviewer user name, and the date that the review was posted. The last element did not vary but was included to provide a more realistic setting. Most importantly, we displayed the exact distance to the (fictitious) reviewers using five distances (1.2 miles, 5.6 miles, 48 miles, 110 miles, and 890 miles). The distances were set such that the analysis covered different geographic areas, such as neighborhoods, regions, or states. Appendix C shows an example of the choice set in the fictitious app.
Among the three OCRs shown, two were equal with respect to their star ratings (dominant options) but were ostensibly written by users at different geographic distances. Among the participants, we used all possible combinations of two distances from among the five distances enumerated previously. The third OCR provided a lower star rating (dominated option) and was displayed to serve as a manipulation check and to create a more realistic setting in which the choice between the hotels is not driven by the distance. The distance for the dominated option was randomly assigned, but the option never exhibited the shortest distance. In addition, we varied the user name, the hotel name (A, B, or C) , and the order in which the hotels were shown. After choosing the desired hotel, the participants were asked to indicate on a multi-item seven-point scale their perceived homophily to two of the reviewers (Gershoff, Mukherjee, and Mukhopadhyay 2007) .
Participants. Our sample consisted of 606 participants 2 from the United States recruited online through Amazon Mechanical Turk (MTurk). We chose the number of participants on the basis of 20 experimental conditions altering geographic proximity and order of hotel presentation, as well as our aim of obtaining 30 participants per condition. The mean age was 31 years, and 44% of our participants were female. The distribution of U.S. zip codes in our sample was well matched to the actual distribution of the population (see the descriptive statistics in Table 4 ).
Results. The manipulation in which the star ratings created dominant and dominated options seemed to work well, as only 1% of respondents chose the dominated option. Using only the two dominant options, we estimated a conditional logit model with hotel choice as the dependent variable and geographic proximity as the choice predictor. The results in Table 5 also reveal a significant effect of geographic proximity on hotel choice (b = .97; z = 10.59, p < .01), with a model fit of pseudo-R 2 = .15. Furthermore, if the choice of hotel did not depend on geographic proximity to the reviewer, we would expect a random choice of a 50% share for each of the two dominant options. However, an analysis of all of the choices independent of the specific combination of distances reveals that 72% of the participants picked the hotel reviewed by the user that was geographically closer. Thus, the actual choice is significantly different from being equally split between the close and the distant reviewers (F(1, 605) = 151.26, p < .01). A binomial test for the share of the close hotel also yields a significant difference (p < .01) from .5. In addition, we test how the choice of the geographically close review is affected by response latency by using a one-standard-deviation difference from the mean to indicate low and high outliers (Ratcliff 1993) . In this respect, the results are robust to outliers because excluding outliers only slightly alters the share of those who chose the hotel with a geographically closer reviewer (excluding outliers = 74% vs. including outliers = 72%).
Analyzing the possible combinations of distances between the two dominant options separately shows that the effect is, surprisingly, independent of the actual combination of distances displayed. It is sufficient that one reviewer lives geographically closer than does the other reviewer. Thus, the effect of geographic proximity seems to be relative and is not limited to a specific area or range of miles.
Because geographic proximity has also been shown to affect the strength of social influence in OCRs, we test how the role of geographic proximity relates to perceived homophily (Judd, Kenny, and McClelland 2001) . Using a seven-point scale in a postexperiment survey, we indeed find a significant difference (F(1, 605) = 96.23, p < .01) between perceived homophily with the geographically closer user (M = 4.86, SD = 1.03) and perceived homophily with the more distant reviewer (M = 4.45, SD = 1.05). This finding holds for each combination of two distances when measured separately. Estimating the conditional logit model with geographic proximity and homophily as choice predictors allows us to statistically test the mediation effect of homophily between geographic proximity and hotel choice (Sobel 1982) . The analysis indicates significant mediation (z = 5.05, p < .01) of homophily between geographic proximity and hotel choice. In addition, we test the mediation by conducting a bootstrap analysis (1,000 samples), which also yields a significant indirect effect of proximity on choice through homophily (b = .15, SE = .036; 95% confidence interval = [.084, .222]).
Robustness checks. Considering that in real life, consumers can choose to abort a buying decision if they do not feel confident making a decision on the basis of the information provided, it is possible that consumers prefer not to choose any of the presented options when distances have no information value. Therefore, we replicated Study 2 with an additional option allowing the participants to choose neither of the presented hotels (for details, see Study 2b in Table 4 ). Interestingly, the results indicate that providing a no-choice option does not significantly alter the participants' choices (only 3% chose not to pick any hotel option). Given that the ratios among the close (68%), far (28%), and dominated (2%) alternatives equaled those in Study 2, it is unsurprising that we also found the results concerning the relationship between geographic proximity and perceived homophily to be very similar.
To assess whether the relationship found holds in other product categories, we conducted three analogous experiments using different services (i.e., cloud services and online banking) and physical products (i.e., smartphones). Unlike hotels, in which the evaluation depends on consumers' specific tastes, these products can be assessed on the basis of objective features. Furthermore, all of these services are location-independent and, thus, avoid potential confounders that might arise in a tourism or travel context. In terms of the choices and perceived homophily, the results from Studies 2c-e (see Table 4 ) are very similar, if not more pronounced, to the results of the hotel setting; between 85% (smartphone) and 87% (online banking) of participants chose the closer of the two dominant options. Similarly, we find for all three additional settings a significant difference between perceived homophily with the geographically closer user (M = 4.83-4.87, SD = 1.04-1.08) and perceived homophily with the .50
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1.14 Price · Homophily In conclusion, we can show that the findings from Study 2 are generalizable across product categories and hold for both services and physical goods.
Discussion. Study 2 demonstrates that if two people are geographically closer to one another, their social influence on one another is stronger than with more geographically distant people, regardless of the geographic distances used in the analysis. Short distances, for example, can refer to a neighborhood or city, whereas longer distances can indicate a region or state; the results, however, do not change with respect to which two distances are compared. Furthermore, the results indicate that the greater influence of geographically close reviews is mediated by perceived homophily. That is, geographically close people are believed to be more similar, leading those people to have a stronger social influence on the subject. This result is supported for a range of services and physical goods. These findings corroborate and extend the results from Study 1 by replicating the role of geographic proximity on strangers and by demonstrating the mediation of perceived homophily. Next, we explore the conditions under which this effect exists.
Testing Conditions for the Influence of Geographic Proximity
Study 2 establishes the relationship between geographic proximity and perceived homophily. Although the results demonstrate a mediating effect of perceived homophily for the influence of geographic proximity on consumer choice, it is necessary to investigate the conditions under which information about geographic proximity can establish levels of perceived homophily that result in sizable social influence. Considering the multitude of conditions that can affect the influence of geographic proximity, we limit ourselves to variations that are of managerial relevance. Specifically, we investigate (1) whether the mediating effect of perceived homophily changes with the presentation of geographic proximity (location instead of distance); (2) how information on geographic proximity compares with other types of information used by companies, such as age and gender; and (3) whether and to what degree the availability of information on the geographic proximity of a reviewer affects the willingness of prospective customers to accept higher prices in trade-off decisions.
Study 3: Location Versus Distance
In the preceding studies, we use a direct measure of geographic proximity either derived from the actual distance in kilometers between consumers (Study 1) or displayed as the distance in miles to an online reviewer (Study 2). However, in cases in which information on the exact locations and distances of both parties is unavailable, most OCR-based websites (e.g., Expedia, TripAdvisor, Yelp, Amazon) provide information about the actual location of the reviewer. Thus, we test whether the findings hold when concrete locations (instead of distances) are displayed to ensure their robustness and managerial applicability. With this design, and in order to increase the validity of this phenomenon, Study 3 aims to replicate Forman, Ghose, and Wiesenfeld's (2008) research, which has shown that colocation at the state level influences customer behavior but has simultaneously shown that this effect is not just a state-level effect but exists at all scales. Finally, the purpose of this study is to establish the link to perceived homophily as a general mechanism that works on all scales (including at the state level).
Procedure. We altered the experiment from Study 2 by showing the U.S. state in which the reviewer lived instead of the distance from the reviewer in miles (for an example, see Appendix D). After the participants were asked to provide their demographics and indicate the state in which they lived, they were shown a blind-booking scenario similar to that in Study 2. One OCR was ostensibly written by a user living in the same state as the participant, and the two other OCRs were ostensibly written by users from two (randomly chosen) different states. Again, two hotels had equal star ratings (dominant options), and one hotel had an inferior star rating.
Participants. The sample consisted of 511 participants recruited from the United States with the help of MTurk. The mean age of participants was 33 years, and 36% were female. The participants were from various U.S. regions, and the distribution of the participants' states corresponded to the actual distribution of the population (for details on the variables, see Table 4 ).
Results. Overall, the results are very similar to those found in Study 2 in which the geographically close option received a 72% share. Specifically, in this setting, 78.3% chose the hotel reviewed by a user from the same state, and only 21.1% picked the hotel reviewed by a user from a distant state. As before, we analyzed the effect of geographic proximity by estimating a conditional logit model (see Table 6 ). The results indicate a significant influence of geographic location (b = .83; z = 6.71, p < .01) on the choice between the same-state OCR and the distant-state OCR (again, we used only the two dominant options). With respect to perceived homophily with the reviewers, we find a positive influence (b = 1.02; z = 7.24, p < .01) that is significantly higher (F(1, 510) = 213.24, p < .01) for users from the home state (M = 4.91, SD = 1.09) than for users from a distant state (M = 4.09, SD = 1.09). The results replicate the findings from Studies 1 and 2; moreover, we find that the role of geographic proximity holds regardless of whether the distance or an actual location is displayed. This result emphasizes not only the robustness but also the managerial applicability of our findings. Even when firms have rather nonspecific information about the geographic locations of their reviewers (such as their home state), this information can be used to improve the selection of OCRs displayed in search results.
Study 4: Geographic Versus Demographic Information
Geographic proximity is not the only type of information that influences perceived homophily. For example, information on the reviewers' age and gender has been found to influence perceived homophily (Brown and Reingen 1987; Nitzan and Libai 2011; Risselada, Verhoef, and Bijmolt 2014) and is also frequently used by companies (e.g., TripAdvisor). If companies had information on geographic proximity, age, and gender available and wanted to present prospective customers with OCRs sorted on the basis of one type of information, they would not know which to choose. In other words, given that age and gender are typically considered most important for social influence, we test whether geographic proximity adds value beyond these strong drivers. If so, it should be added as a sorting criterion in practice. To understand the importance of this effect, we want to compare these three factors on their respective relative effects on social influence. Given the importance of default settings (e.g., Johnson, Bellman, and Lohse 2002) , knowing which sorting criterion exerts the greatest influence is of high interest to companies, because OCRs that are sorted in the most influential fashion can considerably increase the conversion probability of prospective customers.
Procedure. To test the relative influence of distance on age and gender, we conducted an experimental study with a blind-booking scenario similar to those in Studies 2 and 3 in which we asked the participants to choose among three hotels. Each of the three hotel options was presented with an OCR that indicated the age and gender of the reviewer and her distance from the participant. Unlike in Studies 2 and 3, all options showed equal star ratings for the hotels. After choosing one hotel, the participants indicated their own age and gender. To analyze the relative influence of geographic proximity, age, and gender on the choice of each option shown, we estimated a conditional logit model. In line with the assumption that these variables induce perceived homophily, we used demographic similarity and distance as explanatory measures for hotel choice. For each presented hotel option, we computed a similarity score for age by subtracting the participant's age from the age shown in the review. Analogously, for gender, we created a dichotomous variable that indicated whether the gender of reviewer and participant matched (for details, see Table 4 ). Note that we used standardized variables in the analysis to compare the coefficients.
Participants. In total, 702 respondents from the United States (average age = 34 years; 34% female) were recruited with help from MTurk. Again, the distribution of participants' states matched the actual distribution of the overall population. Table 7 demonstrate significant influences of distance, age, and gender on the hotel choice. In line with our expectations, we find that the smaller the age difference or the better the gender fit between participant and reviewer, the more likely the participants are to choose the hotel. Interestingly, the influence exerted by distance (b = -.38; z = 6.84, p < .01) is comparable to that exerted by age (b = -.47; z = 8.27, p < .01) and substantially greater than that exerted by gender (b = .14; z = 2.88, p < .01). Furthermore, the perceived homophily with the reviewer of the chosen hotel (M = 4.95, SD = 1.07; p < .01) is significantly greater (t(701) = 18.56, p < .01) than with reviewers of the discarded hotel options (M = 4.24, SD = 1.02; p < .01). These results not only confirm the relationship between geographic proximity and perceived homophily but also demonstrate that distance information is as potent as demographic information. Although age is already used as a key variable for targeting and segmentation in all fields of marketing, we find that geographic location is equally powerful. This finding is of special importance for the practice of marketing because it places distance in the same league with central marketing parameters such as age and gender. Considering that companies can acquire information on location much more easily and cheaply than on demographics for anonymous website users (Crandall et al. 2010; Takhteyev, Gruzd, and Wellman 2012) , this result not only implies effective default sorting mechanisms for OCR-based websites but also provides a strong, measurable marketing variable. Given the considerable effort that online retailers typically exert to increase conversion by only a few percentage points, the strong effect of a factor that is usually available and known by the company can considerably affect the business of online retailers and review websites.
Results. The results in
Study 5: Value of Geographic Proximity
As the previous studies show, stronger social influence results from higher perceived homophily with geographically close consumers. Feeling more similar to recommenders increases the recipients' trust that the reviewed product meets their needs and that they will be satisfied with their choice (Schmitt, Skiera, and Van den Bulte 2011) . Thus, a geographically close The Role of Mere Closeness / 59 recommendation helps consumers reduce uncertainty in their purchase-decision process (Murray 1991) . In the previous studies, the uncertainty was equal for the (dominant) alternatives, and we manipulated only information concerning the reviewer (i.e., geographic proximity, age, and gender). In reality, alternatives are rarely equal, which leads customers to make trade-offs and, thus, raises the question of whether information about geographic proximity can offset differences in uncertainty concerning alternatives (e.g., uncertainty induced by different prices). This question is highly relevant from a managerial perspective because such an effect would enable managers to display the geographic information of OCRs to influence consumer choices directly. For example, a consumer might choose a more expensive hotel offering over an equally rated alternative if the author of the respective OCR is perceived to be more similar than the one reviewing a cheaper hotel based on only geographic distance. Furthermore, the availability of geographically close reviews for a specific product could even be used as an input parameter for the dynamic pricing algorithms that many online retailers use. As more close reviews become available, companies could charge that user a higher price for the product. At the same time, such trade-off decisions reveal how much value a customer assigns to the displayed review from a closer source (compared with a more distant source) and, thus, provide a measurable estimation of the value of geographic distance.
Procedure. To examine whether information about geographic proximity can offset differences in uncertainty concerning alternatives, we altered the choice experiment from Study 2 by adding prices to the hotels in the surprise-vacations. com mobile app display. We retained the previous experimental setting to make the results comparable. Considering the results from Study 2, which showed that the effect of geographic proximity was independent of the concrete combination of distances, we varied the distances on only two options (i.e., close vs. distant). Specifically, participants observed a choice set of hotels at the same destination, with one hotel ostensibly reviewed by a user living 1.2 miles away (close review) and another hotel (with the same star ratings) ostensibly reviewed by a user living 890 miles away (distant review). Again, as a manipulation check, we included a dominated option with worse ratings than the two dominant options.
To test whether participants would still choose the geographically close option despite a higher price, we added price tags to the hotels. Although we varied the price of the hotel reviewed by a geographically distant user between $79 and $99, the prices for the hotel with the OCR in geographic proximity ($99) and the dominated option ($109) were constant. Specifically, we tested prices of $79, $89, and $91-$99 (in increments of two dollars) and varied the generic username and the order of the hotels. Thus, each participant picked a hotel from the choice set and, as in Study 2, indicated the perceived similarity of the reviewers.
In addition, we measured the effect of the price in a control group in which the price difference between the two dominant options varied but no information about the location of the reviewer was displayed. This approach allowed us to compare how many participants chose the more expensive hotel in the cases of both knowing (experimental group) and not knowing (control group) the reviewer's location. Given that participants must make trade-off lower prices against reviews from someone close to them, the experimental setup enables us to examine the extent to which consumers value the product feature of a close review.
Participants. We conducted the experiment on MTurk using 817 participants from the United States. The number of participants was again based on 27 different conditions with respect to prices and the order of hotels, and we aimed to collect at least 30 participants per condition. The mean age of our sample was 34 years, and 42% of the participants were female. Details on the variables used in the analyses appear in Table 4 .
Results. The condition with equal prices in which both the hotel with a close review and the hotel with a distant review cost $99 replicates the findings from Study 2; 78% of the participants chose the hotel with the close review compared with 21% who chose the distant review. Thus, the close review received a significantly higher share than did the distant review (F(1, 51) = 25.44, p < .01). Again, less than 1% of participants chose the dominated hotel. Moreover, perceived homophily is significantly higher (F(1, 51) = 10.29, p < .01) for the geographically close user (M = 4.56, SD = 1.19) than for the distant one (M = 3.99, SD = 1.12). Most importantly, the finding of greater homophily with the geographically close user holds across all price conditions.
With respect to the share of the more expensive hotel, we predict a clear pattern if there is no information about the reviewers' locations. Although respondents shown equal prices should be indifferent between the options, we expect that all those who experience price differences prefer the less expensive hotel. As one would intuit, the dashed line in Figure 2 declines steeply with differences of a few dollars and remains at a low level of approximately 10%, showing that respondents in the control group presented with equal prices (i.e., price difference = 0) were indeed indifferent between the options (i.e., share = .5). For respondents presented with price differences in the range of $2-$20, 80%-90% chose the less expensive option. Because the respondents in the control group acted as expected, we can exclude confounding factors. The solid line in Figure 2 , however, shows how the share for the more expensive hotel changes with the inclusion of a review written by someone who is geographically close. Specifically, the share of participants who chose the more expensive hotel with a geographically close review does not decline as steeply as that of the control group. That is, a substantial difference between the two lines shows the uplift caused by a geographically close review. The difference not only demonstrates that information on geographic proximity offsets the higher uncertainty of an alternative but can also be interpreted as the willingness to pay (WTP) for a hotel recommended by someone geographically close. Up to an 8% price difference ($8), the share of the close review remains approximately 50%. Surprisingly, even at price differences of 10%, a substantial share of participants would rather choose a hotel reviewed by someone living geographically close an equally rated, cheaper option. At a 20% difference ($20) , the share received by the distant review is equivalent to the share received by the close review in the equal price condition (approximately 70%). Thus, the social influence resulting merely from geographic proximity is so strong that consumers are willing to accept higher prices to decrease their uncertainty.
To relate the findings to our theoretical argument, we also examined how this effect develops conditional on the level of perceived homophily. To do so, we estimated a logit regression of the price difference for the expensive hotel with a distant review together with the difference in homophily between the close and the distant reviewers on the choice of the more expensive hotel. The results displayed in Table 8 indicate that a price difference has a negative effect (b = -.09; z = -4.37, p < .01) and that the difference in homophily positively affects the choice of the more expensive hotel (b = .81; z = 6.34, p < .01). More interestingly, we also find a significant positive interaction between price and homophily (b = .05; z = 1.99, p < .05), which shows that the negative effect of price is weaker because perceived homophily with the close reviewer increases compared with the distant reviewer. Thus, in line with our theoretical argumentation, appreciation for a close review increases with the effect of geographic proximity on perceived homophily. This result further supports the previous results concerning the role of homophily as a mediator between geographic proximity and the strength of social influence. The results not only hold across all price levels but also show that perceived homophily exerts social influence, which also explains why consumers are willing to accept higher prices. Given that consumers accept higher prices for a product reviewed by a geographically close customer, the results from Study 5 emphasize that the social influence induced by geographic proximity and perceived homophily found in Studies 1-4 produces highly relevant managerial implications.
General Discussion
Drawing on the findings of a series of studies, this research contributes to marketing theory and practice by providing several important insights into how geographic proximity, perceived homophily, and social influence are interconnected. Specifically, the results of five studies demonstrate that not only actual homophily (or social proximity) but also perceived homophily triggers social influence. In experimental studies, we find that this effect holds under different representations of geographic distance and even when alternative indicators of homophily (such as age and gender) are presented. Furthermore, we show that geographic proximity has a relative effect because the social influence from a closer sender is stronger than that of a more distant sender regardless of the absolute distances and that geographic proximity provides sufficient informational value for customers to offset differences between alternatives (e.g., higher prices) in trade-off decisions. We can derive concrete implications because the observed effect of perceived homophily is confirmed for a range of services and physical goods.
Managerial Implications
Because the availability of consumers' geographic information is growing (Crandall et al. 2010; Takhteyev, Gruzd, and Wellman 2012) , geo-marketing is becoming increasingly important (Luo et al. 2013; Xu et al. 2011 ). The results of our studies yield important insights to help companies actively manage social influence between consumers using geographic information and, thus, affect customer behavior.
The finding with the most basic practical relevance is likely that geographic proximity offsets obvious differences among alternative offers. Geographic proximity is not the only type of information to induce perceived homophily and, consequently, social influence (as well as age and gender; see the comparison The Role of Mere Closeness / 61
in Study 4), but it appears to be another valuable dimension that can be used. The results from Study 5 demonstrate the importance of reducing consumers' uncertainty in the purchase process. Increasing perceived homophily by providing information about the reviewers (e.g., their location) can outweigh obvious differences in offerings and increase the conversion rates of online shops or websites. We show that the dimension of geographic distance is stronger than gender and comparable in strength to age, a key variable for targeting and segmentation in all fields of marketing. Considering that it is much easier for companies to acquire information on the location than on the demographic characteristics of anonymous website users (Crandall et al. 2010; Takhteyev, Gruzd, and Wellman 2012) , this finding provides a strong, measurable marketing variable. Our finding that geographic proximity leads to stronger social influence has its most obvious application in the context of electronic and mobile commerce. Given that consumers seem to rely more heavily on geographically close consumers and consider their recommendations more helpful, companies could sort OCRs so that those from geographically close users are displayed first. Unlike age and gender information, which must be provided or disclosed by users, the geographic locations of online and mobile prospects can be easily and objectively tracked (e.g., through cookies or global positioning system tracking on smartphones). Therefore, customized sorting based on geographic proximity could easily be implemented on a technical level and would lead to more helpful recommendations. In this case, OCRs would not be displayed in the same order for every user (e.g., first listing those rated most helpful by other users); instead, helpfulness would be considered individually depending on geographic location. By implementing such an individually tailored order, companies can improve conversion, and customers will be better able to find products that suit their needs. If additional demographic information were available, a combination of geographic location and variables such as age or gender would result in an even more powerful sorting mechanism.
Beyond the obvious context of online shopping, the findings might be applicable in the fast-growing industry of social network advertising to increase the effectiveness of ads. In online social networks, such as Facebook, Google+, or Twitter, users' geographic locations are typically available and can be used to target social ads (i.e., ads that show Internet users products or services that their contacts like, follow, or use). Our results imply that advertising based on contacts that live in geographic proximity to the user (e.g., "John Doe likes Company XYZ") would be more influential than advertising based on someone who is geographically distant. In this context, that the higher influence of geographic proximity works in both the presence and absence of actual social ties is highly relevant. In other words, companies that use location-based services need not possess a large amount of information about the actual relationship or tie strength between two consumers, which is often unavailable to companies. Instead, geographic proximity can be used to induce feelings of homophily between consumers, a particularly interesting phenomenon with respect to the increasing number of location-based services and smartphone applications that extensively use geographic data but do not possess direct social network information about consumers.
Theoretical Implications
The findings in this article also yield several contributions to the marketing literature. First, this article extends previous studies on the effect of geographic proximity (e.g., Barrot et al. 2008; Bell and Song 2007; Garber et al. 2004; Strang and Tuma 1993) by explicitly incorporating social network data into the analysis (Study 1) and by conducting individual controlled experiments (Studies 2-5). In doing so, we not only show that geographic proximity actually matters to the strength of social influence but also examine the social network mechanisms that explain when and why geographic proximity matters. Specifically, this study demonstrates that the influence of geographic proximity is not merely a result of propinquity (Festinger et al. 1963; Mok, Wellman, and Carrasco 2010; Preciado et al. 2012 ). We contribute to the literature by showing that the effect of geographic proximity holds independent of the propinquity effect; indeed, the effect of geographic proximity increases as ties weaken.
We further contribute to the literature by showing that geographic proximity increases the strength of social influence even in the complete absence of social ties and that the reason behind this strength is a perceived homophily mechanism. Our findings experimentally demonstrate that geographic proximity leads to higher perceived homophily that, in turn, leads to stronger social influence. That is, consumers use geographic proximity as a signal of homophily to assess whether they should follow a recommendation. As we show, this effect is sufficiently strong that consumers are willing to accept higher prices for the uncertainty reduction of geographic proximity. These findings are not only relevant to the literature on geographic proximity but also extend the literature on homophily by including a geographic dimension and presenting the relationship between homophily and geographic location as part of consumers' social identity.
Furthermore, the results show that the effect of geographic proximity can be considered a relative one. That is, social influence is stronger when a sender is geographically closer than when the sender is geographically distant-regardless of the absolute distances or geographic ranges of the two senders. This effect is an important extension of existing studies of the effect of geographic proximity on social influence and word of mouth. Thus far, research has primarily considered the importance of individuals living close to one another, which indirectly facilitates the probability of a social influence between them (because of the likelihood of communication). However, the absolute level of geographic proximity is not the only one that matters; as we show, relatively proximate consumers also have a stronger social influence (a direct effect). In absolute terms, people living very close to one another can experience a dual, reinforcing effect through the higher likelihood and strength of social influence between them.
Finally, we analyze the conditions under which the effect of geographic proximity becomes larger or smaller. Specifically, we show that decreasing tie strength leads to an increasing effect of geographic proximity, which emphasizes that geographic proximity itself is employed to evaluate and assess a recommendation and determine whether it should be followed. In addition, we find that the results hold in spite of varying measures of geographic proximity, indicating that a customer not only infers geographic proximity from distances but also develops perceived homophily from actual locations.
Limitations and Avenues for Further Research
Our research is not without limitations that yield promising avenues for further research. First, the data used in the descriptive Study 1 had limits. Similar to previous studies (e.g., Nitzan and Libai 2011; Onnela et al. 2007) , we had to assume that the customers' social networks are stable before and after adoption. In addition, we did not have information on either the valence of the signals from the social network or the location of nonadopters. Therefore, we were not able to account for them in the hazard model. Second, we examine the effect of geographic proximity and the mediation of homophily using a set of experimental studies. Although the results of Study 1 point in the same direction, future research studies based on field data could extend our findings to even more product categories.
Third, Studies 2-5 show that online reviews written by geographically close users are more influential and that customers are willing to accept higher prices for these reviewed products. In our analyses, we use experimental designs to demonstrate the effect of geographic proximity on social influence by excluding potential confounders to ensure high internal validity. Given that the reviewer's location is a driver of social influence on others, analyzing the importance of geographic proximity relative to other drivers of social influence (other than age and gender) and the interplay of geographic proximity with review traits, such as review content or photos, could be a worthwhile topic for future studies. Considering traits in addition to mere distance could also help rule out potential demand effects that might be created by the design of our experiments.
Fourth, in Study 5, we analyze the trade-off between prices and geographically close OCRs. Although the results show that consumers are indeed willing to accept higher prices for reduced uncertainty with the help of an OCR by someone geographically close, the experimental setup does not allow us to derive a generalizable WTP or to determine whether this WTP is an absolute or a relative amount compared with a cheaper product being rated by someone geographically distant.
Fifth, we chose an experimental design that enabled us to identify the influence of geographic information while controlling for confounding effects. Although the results demonstrate the influence of geographic proximity for a realistic case of individual-level customer ratings, a multitude of setups for OCRs exist in reality for which the results might differ. Although the validity of the results should remain unchanged, investigating the role of geographic information in different settings, for instance, with reviews containing textual information or multiple layers of sorting (aggregated ratings first, then individual-level reviews), would be worthwhile.
Finally, we study the effect of geographic proximity in two countries (a large European country and the United States) that differ with respect to the average spatial distances between cities or regions but are culturally relatively similar (Hofstede 2001 ). Thus, a valuable avenue for further research could be to study how the role of geographic proximity differs across countries for either geographic or cultural reasons. The Role of Mere Closeness / 63
APPENDIX A Descriptive Measures and Correlations
